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Attachment 4.19-A
(04/03)

(d) For rates of payment for discharges in 1991 and thereafter, a general
hospital having less than 201 certified acute non-exempt inpatient beds that is classified
as a rural hospital for purposes of determining payment for inpatient services provided
to beneficiaries of Title XVIII of the federal Social Security Act (Medicare) since the
hospital is located in a rural area as defined by federal law (see 42 U.S.C. section 1395
ww (d)(2)(D)) or defined as a rural hospital under state law may choose to have its DRG
specific operating cost component be 100 percent of the hospital’s hospital-specific
average reimbursable inpatient operating cost per discharge determined pursuant to
section 86-1.54 (a) of this Subpart multiplied by the service intensity weight for each
DRG set forth in section 86-1.62 of this Subpart, provided however, commencing April 1,
1996 through July 31, 1996 the reimbursable inpatient operating cost component of
case based rates of payment per diagriosis-related group excluding the costs of
graduate medical education as determined pursuant to sections 86-1.54(g), 86-
1.54(h)(1)(iii) and 86-1.54(h)(2), shall be reduced by five percent, and commencing
August 1, 1996 through March 31, 1997 the reimbursable impatient operating cost
component of case based rates of payment per diagnosis-related group, excluding the
costs of graduate medical education as determined pursuant to sections 86-1.54(g), 86-
1.54(h)(1)(iii) and 86-1.54(h)(2), shall be reduced by two and five-tenths percent, and
commencing April 1, 1997 through March 31, 1999 and July 1, 1999 through March 31,
[2003] 2005, the reimbursable inpatient operating cost component of case based rates
of payment per diagnosis-related group, excluding the costs of graduate medical
education as determined pursuant to sections 86-1.54(g), 86-1.54(h)(1)(iii) and 86-1.54
(h)(2), shall be reduced by three and thirty-three hundredths percent to encourage
improved productivity and efficiency. In order to exercise this option for 1991 or
subsequent rate years, the general hospital shall notify the Department of such election
in writing by no later than December first of the preceding rate year or a later date as
determined by the Commissioner.

(e) As for discharges on or after April 1, 1995 through March 31, 1999 and July
1, 1999 through March 31, [2003] 2005, the DRG case-based rates of payment for
patients assigned to one of the twenty most common diagnosis-related groups, will be
held to the lower of the facility specific amount or the average amount, as determined
pursuant to subdivision (c) of this section for all hospitals assigned to the same peer
group. The twenty most common diagnosis-related groups shall be determined using
discharge data two years prior to the rate year, but excluding beneficiaries of title XVIII
(Medicare) of the federal social security act and patients assigned to cliagnosis-related
groups for human immunodeficiency virus (HIV) infection, acquired immune deficiency
syndrome, alcohol/drug use or alcohol/drug induced organic mental disorders, and
exempt unit [of] or exempt hospital patients.

(F) Effective July 1, 1995 through June 30, 1996, rates of payment for inpatient
acute care services shall be reduced by the Commissioner to reflect the elimination of
operational requirements previously mandated by law, regu!ation promulgated in
accordance with applicable standards and procedures for promulgating hospital
operating standards, the Commissioner, or other governmental agency as follows:

(i) An aggregate reduction shall be calculated for each hospital based upon: the
result of eighty-nine million dollars annually for 1995 and trended to the rate year,
multiplied by a ratio based upon data two years prior to the rate year, consisting of
hospital-specific case-based Medicaid patient days divided by total case-based Medicaid

patient days summed for all hospitals.



